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In early April, President Fidel Castro's administration convoked an "extraordinary session" of the
National Assembly for May 1. During the Assembly deliberations, legislative representatives are
expected to approve an array of economic measures aimed at reducing the government's chronic
fiscal deficit, while increasing productivity and efficiency in workplaces around the country. At the
National Assembly's last biannual plenary session in late December, the Cuban legislature began
to review a series of emergency measures to scale back the state's soaring budget deficit, which has
mushroomed since 1989, when government income plummeted due to the economic crisis.
According to the State Finance Committee, which presented a lengthy report to the Assembly in
December, between 1990 and 1993 the budget deficit jumped three-fold, from 1.4 billion pesos in
1989 to 4.2 billion last year, equivalent to about US$4.2 billion. (The peso officially remains on a
parity with the US dollar, although the black market exchange now hovers at about 100 pesos per
US$1.00.) Given the candid legislative debate in December which represented the first such open
discussion of state finances in Cuba most foreign observers expected the Assembly to approve a
sweeping austerity program to correct the government's fiscal and monetary imbalances. Indeed,
expectations had snowballed in November after Carlos Lage, secretary of the Cuban Council of
Ministers and the government's key economic strategist, announced that the executive planned an
imminent overhaul of state finances.
According to Lage, the Council of Ministers planned to seek legislative approval for three broad
reforms: 1) reduction or elimination of most government price subsidies for basic goods and
services, since the state pays out more than US$800 million per year in price supports; 2) a thorough
overhaul of the public workforce to cut back nonproductive jobs and improve efficiency, since about
69% of all state businesses are operating with losses; and 3) establishment of a broad-based tax
system to soak up excess liquidity, increase government revenue, and revalue the peso to pave
the way for an eventual currency convertibility scheme. (The government estimates that about
12.3 billion excess pesos are now in circulation since generous welfare programs, such as hefty
unemployment benefits, have provided nearly all Cubans with a steady income even when chronic
scarcities of most products force citizens to simply dump their earnings into savings.)
Nevertheless, at the close of the December plenary session, the Assembly voted to postpone any
decisions over specific measures for at least three months, and then resume legislative debate at
a special "extraordinary session" to be held in the first half of 1994 (see Chronicles 12/02/93 and
01/06/94). According to legislative and executive officials, the government first wanted to incorporate
workers' organizations around the country into the debate to generate consensus among the
population over the need for austerity before approving the proposals, given that such measures are
unprecedented since the revolution triumphed in 1959. In mid-1993, the government did unilaterally
enact three landmark economic reforms, including legal amendments to allow Cubans to spend
foreign currency on the island, permission for workers to set up family-sized private businesses in
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some services and crafts, and a decision to break up most state farms into autonomous agricultural
cooperatives run by workers (see Chronicle 10/21/93). But unlike the proposed austerity program,
the 1993 reforms did not imply economic or social sacrifices. Rather, they aimed to buffer the effects
of the economic crisis on the population.
"So far, the measures we've taken did not directly hurt anyone," said Ricardo Alarcon, president
of the National Assembly. "Now, anything we do will help most people but hurt someone, and the
benefits will not be seen immediately. That is why the measures must be understood, analyzed,
and accepted as far as possible." In response, in mid-January the Cuban Workers Central (Central
de Trabajadores de Cuba, CTC) the island's only labor federation, which incorporates some three
million workers launched a major campaign to carry out workplace debates in every state factory
or production center in the country. Dubbed "workplace parliaments," the meetings aimed to draw
all state employees directly into the debate over economic reforms, both to build a support base for
the sacrifices that austerity will require and to incorporate workers' proposals into the measures that
will eventually be approved by the National Assembly.
"The central goal is for the economy to be as efficient as possible, and the only reasonable route
toward that is to reduce costs and increase worker productivity," read an editorial in the CTC's
official weekly newspaper "Trabajadores," published when the workplace parliaments were
launched in January. "The voice of workers must be heard in every production center. Local
management must place on the discussion table all the information needed to make an economic
and financial diagnosis of the problems faced in each individual workplace, as well as in the national
economy...Reality obliges us to make economic reforms, but we will do them in a socialist way, in a
Cuban way, with democratic formulas that are unimaginable in other countries."
From January to March, the CTC carried out 80,000 individual workplace meetings around the
country, all of which were attended by local CTC leaders, provincial representatives to the National
Assembly, and municipal-level government officials. Each meeting focused on two issues: 1) the
financial and management problems faced in each workplace, plus measures that could improve
productivity and efficiency; and 2) the government's fiscal crisis and the need for austerity.
Regarding the national economy, workers were asked to address six general questions:
*What are the most appropriate methods to reduce excess liquidity?
* What measures should be taken to eliminate the budget deficit?
* Should the government confiscate the savings of individuals suspected of accumulating wealth
through their involvement in the black market?
* Which government subsidies should be maintained?
* Which inefficient government firms should continue to be subsidized despite their operating
losses, and how much of the budget should be channeled into such subsidies?
* Would workers accept the establishment of an income tax?
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After the local meetings concluded in mid-March, the CTC began a thorough review of the
conclusions submitted by labor leaders from around the country. In general, CTC spokespersons
say that most of the workplace discussions led to an informal consensus that some basic sacrifices
are necessary, but that essential state services should be maintained at all costs by the government.
In particular, workers insisted that subsidies for health, education, and retirement benefits be
maintained, even if subsidies are reduced for non-essential services such as sports and cultural
events.
In addition, while workers agreed that price supports should be radically lowered for such goods as
liquor and cigarettes, all basic grains should continue to be subsidized. "There was a consensus that
such essential services as health, education, and social security should not be affected by austerity,"
said CTC secretary general Pedro Ross. "Instead, cutbacks should be aimed at eliminating nonessential gratuities. In general, subsidies should be concentrated on maintaining the well-being
of individuals, even if people are forced to consume less." Workers were also reluctant to endorse
the establishment of an income tax, since many feared it would wipe away their savings and
create undue hardship. "There were broad responses both for and against new taxes, although
everybody agreed that they would have to accept higher prices for most goods, even if taxes are not
implemented," said Ross.
Perhaps most important, the meetings led to a general consensus on the need to cut back waste and
inefficiency in all workplaces in order to increase productivity and output. "Workers recognized that
greater economic efficiency is the most important method to resolve the majority of the country's
problems, and is the only real means to rapidly end the economic crisis that grips Cuba," said Ross.
Most of the workers' meetings concluded that the majority of state operating subsidies should be
directed toward export- oriented businesses that earn hard currency for the island, such as the
sugar, tobacco, coffee, mining, biotechnology, pharmaceutical, and tourism industries. In addition,
petroleum exploitation and food production were labelled "strategic" economic sectors. It remains
to be seen, however, if workers are willing to accept the inevitable sacrifices that will be forced on
the "non-strategic" enterprises, such as public sector layoffs to cut back nonproductive jobs.
Rather than endorse a reduction in the workforce, most of the CTC meetings produced requests for
strict government measures to enforce discipline in workplaces throughout the country, including
heavy penalties levied against managers for excessive expenditures, and against workers who
demonstrate negligence on the job. Moreover, workers adamantly called for harsh government
measures to crack down on the black market, including severe punishment for corrupt state workers
and administrators.
According to the CTC, the majority of goods that end up on the black market were stolen by public
employees from state firms and either sold by them directly to consumers, or sold to middlemen.
"The number of citizens involved in these illegal practices is rapidly growing," read an editorial
in March in Trabajadores. "The economic crisis is encouraging even those citizens who would
normally not commit such crimes to adopt an `everybody-for-himself' attitude." Trabajadores
estimates that 30% of all farm produce in Havana province is siphoned off to black marketeers.
Such graft represents an immense drain on scarce state resources, and at the same time severely
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erodes workers' purchasing power since most citizens are forced to buy all but the bare minimum of
consumer goods on the black market, where prices are generally from 10 to 30 times higher than in
government stores.
With the workplace parliaments concluded, in early April President Fidel Castro convoked the
long-awaited special Assembly session for May 1. According to Pedro Ross, the session was timed
deliberately to coincide with May Day to honor Cuban workers, and to demonstrate that their
opinions will be taken into account in the Assembly deliberations. "The Assembly's special session
represents the best homage that can be paid to workers on their day," said Ross.
Indeed, Assembly delegates will likely include many of the demands outlined in the workplace
parliaments into their final decisions regarding government austerity, especially such measures
as rigid penalties for those involved in the black market. But even if the government maintains
subsidies for essential services and enacts other laws to buffer the effects of austerity as requested
by workers, the Assembly session is still expected to usher in unprecedented fiscal and monetary
reforms that will in the end lead to greater social and economic sacrifice by the Cuban population.
Despite worker objections, for example, public sector layoffs as well as the establishment of at least
selective income taxes are considered inevitable. Government subsidies even for basic goods are
also likely to be reduced or eliminated. "The conclusions reached in the workers' debate were wise,
and it has been a tremendous experience that has increased the population's understanding of
the country's problems," said Fidel Castro when he convoked the special Assembly. "The themes
discussed are complex, and we must carefully evaluate the impact of each measure we take. But
we will not be able to immediately respond to all of the ideas voiced by workers during the debates
given the financial difficulties we face and the need for concrete measures to confront the crisis."
On the other hand, all austerity measures are likely to be implemented gradually since officials
have repeatedly promised to avoid the economic "shock therapy" applied in other Latin American
countries.
According to Assembly president Ricardo Alarcon, rather than approve new laws for immediate
implementation, the Assembly will draw up "broad outlines" of the reforms that should be carried
out, and then submit those "recommendations" to the central government to apply gradually as it
sees fit. Moreover, the Assembly is expected to approve additional measures to buffer the effects
of austerity. Among other things, for example, the list of trades and crafts that individuals can
legally operate as private businesses independently of the state will likely be broadened to includes
dozens more activities to provide more employment opportunities to laid-off workers. Since the
government authorized such activities in September 1993, 141,000 individuals have received licenses
to operate their own businesses.
The law, however, only authorizes 135 categories of crafts and services, and thousands of applicants
have been turned down for requesting authorization of services that are not included on the list.
"The bottom line is, despite the sacrifices that the upcoming policies imply, the government simply
will not adopt measures that are going to leave citizens out in the cold to fend for themselves," said
Finance Minister Jose Luis Rodriguez.
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Meanwhile, in a vivid demonstration of the austerity mentality now dominant in government
circles, on April 22 the official Communist Party newspaper Granma published a new state decree
authorizing a vast overhaul of public institutes and ministries. Under the decree, the government
created five new ministries: Economy and Planning; Foreign Investment and Economic Cooperation;
Finance and Prices; Tourism; and Science, Technology, and Environment. Those ministries will
now absorb the responsibilities of 13 different state institutes, which will in turn be completely
disbanded. Among others, the institutes to be dismantled include the Central Planning Commission
(Junta Central de Planificacion, JUCEPLAN), the State Committee for Economic Cooperation
(Comite Estatal de Colaboracion Economica, CECE), the National Tourism Institute (Instituto
Nacional de Turismo), and the State Finance Committee.

-- End --
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